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Summary 

The Senate pay-as-you-go, or PAYGO, rule generally requires that any legislation projected to 
increase direct spending or reduce revenues must also include equivalent amounts of direct 
spending cuts, revenue increases, or a combination of the two so that the legislation does not 
increase the on-budget deficit over a 6-year period and an 1 1 -year period. Without such offsetting 
provisions, the legislation would require the support of at least 60 Senators to waive the rule and 
be considered on the Senate floor. 

The Senate PAY GO rule does not apply to direct spending or revenues generated under existing 
law; it applies only to legislation considered by the Senate. Consequently, direct spending may 
increase and revenues may decline in any fiscal year due to factors beyond the control of the 
PAYGO rule. 

The Senate PAYGO rule originated in a budget resolution in 1993. As originally established, the 
rule prohibited the consideration of any direct spending and revenue legislation that was projected 
to increase the deficit over a 1 0-year period. It has been modified and extended six times in 
subsequent budget resolutions and once in a Senate simple resolution. Most recently, the Senate 
repealed the rule’s expiration date by agreeing to the FY20 1 6 budget resolution (S.Con.Res. 1 1 , 
114 th Congress). 

During the period between 1993, when the Senate PAYGO rule was established, and the end of 
the 1 13 th Congress, the PAYGO rule was used to prevent the consideration of 41 amendments. 
During the same period, the Senate voted to waive the PAYGO rule 13 times: five times in 
relation to a measure, six times in relation to an amendment, and twice in relation to the 
disposition of a House amendment. 

This report will be updated as developments warrant. 
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Introduction 

The Senate pay-as-you-go, or PAYGO, rule generally requires that any legislation projected to 
increase direct spending or reduce revenues must also include equivalent amounts of direct 
spending cuts, revenue increases, or a combination of the two so that the legislation does not 
increase the on-budget deficit over a 6-year period and an 1 1 -year period. 1 Without such 
offsetting provisions, the legislation would require the support of at least 60 Senators to waive the 
rule and allow it to be considered on the Senate floor. 

Direct spending, also referred to as mandatory spending, is provided or controlled by laws other 
than appropriations acts, generally continues without any annual legislative action, and provides 
spending authority for such programs as Medicare, unemployment compensation, and federal 
retirement programs. 2 It is distinguished from discretionary spending, which is controlled through 
the annual appropriations process. Furthermore, direct spending is under the jurisdiction of the 
respective authorizing committees, while discretionary spending is under the jurisdiction of the 
Senate Committee on Appropriations. Revenues, which are under the jurisdiction of the Senate 
Committee on Finance, are the funds collected from the public primarily as a result of the federal 
government’s exercise of its sovereign powers. 3 They consist of receipts from individual income 
taxes, social insurance taxes (or payroll taxes, such as Social Security and Medicare taxes), 
corporate income taxes, excise taxes, duties, gifts, and miscellaneous receipts. 

The Senate PAY GO rule does not apply to direct spending or revenues generated under existing 
law; it applies only to legislation considered by the Senate. Consequently, direct spending may 
increase and revenues may decline in any fiscal year due to factors beyond the control of the 
PAYGO rule. 

The Senate PAYGO rule exists alongside a similar PAYGO requirement in statute. Like the 
Senate rule, the Statutory Pay-As-You-Go Act of 2010 (Title I of P.L. 111-139, 124 Stat. 8-29), 
enacted on February 12, 2010, is intended to discourage or prevent Congress from taking certain 
legislative action that would increase the on-budget deficit. It generally requires that legislation 
affecting direct spending or revenues not increase the deficit over the 6-year and 1 1 -year time 
periods, as in the Senate rule. 4 

While the Senate PAY GO rule and the statutory requirement are similar, they are different in 
significant ways relating to when and how they are enforced. The Senate rule applies the PAY GO 
requirement during the consideration of legislation on the Senate floor, generally applies to each 



1 The on-budget deficit excludes the Social Security trust fund surpluses and the net cash flow of the U.S. Postal 
Service. 

2 The rule refers to direct spending “as that tenn is defined by, and interpreted for purposes of,” the Balanced Budget 
and Emergency Deficit Control Act of 1985 (Title II of P.L. 99-177, 2 U.S.C. 900 et seq.), commonly known as the 
Gramm-Rudman-Hollings Act, as amended. Section 250(c)(8) of the act states that ‘“direct spending’ means — (A) 
budget authority provided by law other than appropriations acts; (B) entitlement authority; and (C) the food stamp 
program.” 

3 Other legislative committees may have jurisdiction over legislation affecting a small portion of revenues. 

4 While the Statutory PAYGO Act requires the calculation of budgetary effects of legislation over five-year and 10- 
year periods, it also requires that any budgetary effects in the current year shall be treated as though they occurred in 
the budget year (i.e., the first year of the five-year and 10-year periods), effectively applying the requirement over six- 
year and 1 1-year periods. 
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measure individually, and is enforced by a point of order. The Statutory PAY GO Act, in contrast, 
applies the requirement to legislation after it has been enacted, applies to the net effect of all 
legislation enacted during a session of Congress, and is enforced by sequestration — the 
cancellation of budgetary resources provided by laws affecting direct spending — to eliminate an 
increase in the deficit resulting from the enactment of legislation. 

This report explains the current features of the Senate PAY GO rule, describes its legislative 
history, including key changes to the rule since it was established in 1993, and reviews Senate 
procedural actions under the rule. For more detailed information on the statutory requirement, see 
CRS Report R41 157, The Statutory Pay-As-You-Go Act of 2010: Summary and Legislative 
History. 



Current Features of the Senate PAYGO Rule 

The current Senate PAY GO rule prohibits the consideration of direct spending or revenue 
legislation that is projected to increase or cause an on-budget deficit in either of two time periods: 
( 1 ) the 6-year period consisting of the current fiscal year, the budget year, and the 4 ensuing fiscal 
years; and (2) the 1 1 -year period consisting of the current year, the budget year, and the ensuing 9 
fiscal years. 5 The rule generally requires that each measure (including amendments) affecting 
direct spending and revenues not increase the on-budget deficit in either of the two time periods 
specified. 6 That is, to comply with the rule, each measure projected to increase direct spending or 
reduce revenues must also include changes to existing law that would result in a reduction in 
direct spending, an increase in revenues, or both, by equivalent amounts. The full text of the 
Senate PAYGO rule in its current form is provided in the Appendix. 

The Senate PAYGO rule provides for a “pay-as-you-go ledger” to record any projected deficit 
reduction resulting from legislation (except reconciliation legislation) enacted since the beginning 
of the calendar year and not accounted for in the baseline, as defined by the rule. This is 
presumably intended to provide some flexibility to the bill-by-bill application of the requirement. 
A measure projected to increase the on-budget deficit may use any deficit reduction balance on 
this ledger as an offset to comply with the PAYGO rule. 

The rule specifies that the levels of new direct spending and revenues for a fiscal year must be 
determined on the basis of estimates made by the Senate Budget Committee (SBC). 7 Generally, 



5 The “budget year” refers to the fiscal year that begins on October 1 of the calendar year in which the session of 
Congress begins. The “current fiscal year” is the fiscal year immediately preceding the “budget year.” Between October 
and December of any given year, the requirement would cover five- and 10-year periods, instead of the six- and 11- 
year periods. 

6 The rule defines “direct spending legislation” as “any bill, joint resolution, amendment, motion [such as a motion to 
concur with a House amendment], or conference report that affects direct spending as that term is defined by ... the 
Balanced Budget and Emergency Deficit Control Act of 1985.” Section 250(c)(8) of the Deficit Control Act states that 
‘“direct spending’ means — (A) budget authority provided by law other than appropriations acts; (B) entitlement 
authority; and (C) the food stamp program.” While no specific provision of the rule defines revenue legislation, the rule 
would presumably apply to any bill, joint resolution, amendment, motion or conference report that affects revenues, as 
defined in the text above. The rule explicitly excludes any direct spending and revenue provision in a concurrent 
resolution on the budget or that affects “the full funding of, and continuation of, the deposit insurance guarantee 
commitment in effect on” November 5, 1990. 

7 This requirement is consistent with other budget-related rules. Specifically, estimates by the Senate Committee on the 
Budget also must be used to determine any violations of the rules associated with the annual budget resolution (see 
(continued...) 
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the estimates used by the SBC would be based on the cost estimates prepared by the 
Congressional Budget Office (CBO) and, for revenue legislation, the Joint Committee on 
Taxation (JCT), but the SBC has the authority to make its own estimates, which may vary from 
the CBO and JCT estimates. The rule also specifies that the estimates used in determining 
whether a measure increases the on-budget deficit, and thus violates the PAY GO requirement, 
must use the baseline surplus or deficit used for the most recently adopted budget resolution. 
Congress usually uses the baseline provided by CBO. In producing its baseline estimates, CBO 
projects revenues, spending, and deficit or surplus levels under existing law (i.e., assuming no 
legislative changes). For fiscal years not covered by the current budget resolution, the estimates 
must be calculated using the rules set forth in Sections 257(b)-(d) of the Balanced Budget and 
Emergency Deficit Control Act of 1985 (Title 11 of P.L. 99-177, as amended; 2 U.S.C. 900 et 
seq.). 8 

The Senate PAY GO rule may be waived or set aside by unanimous consent. A motion to waive 
the rule, or to sustain an appeal of the ruling of the presiding officer on the point of order, requires 
an affirmative vote of three-fifths of the membership, duly chosen and sworn (i.e., 60 Senators if 
no more than one vacancy). Note that like any other Senate rule, the Senate PAYGO rule is not 
self-enforcing. A Senator must raise a point of order under the rule to prevent the consideration of 
legislation that violates the rule. It is possible, therefore, for the Senate to consider and pass 
legislation if it does not adhere to the limits of the PAY GO rule even if no waiver motion is 
agreed to, so long as a point of order is not raised. 

Finally, the current Senate PAYGO rule has no expiration date. 



Legislative History of the Senate PAYGO Rule 

The Senate PAYGO rule originated in a budget resolution in 1993. It has been modified and 
extended six times in subsequent budget resolutions and once in a Senate simple resolution. 9 
Moreover, other proposed modifications to the Senate PAY GO rule have been considered, 
especially during the consideration of the annual budget resolution. 



Key Changes to the Senate PAYGO Rule 

In 1993, the Senate established the PAYGO rule as a provision in the FY1994 budget resolution 
(H.Con.Res. 64, 103 ld Congress) for the purpose of preventing the deficit reduction expected to 
be achieved in a subsequent reconciliation bill from being used to offset the costs of any new 
direct spending or revenue legislation. 10 Section 12(c) of FI.Con.Res. 64 prohibited the 



(...continued) 

Section 3 12 of the Budget Act). 

8 Section 257 of the Deficit Control Act sets forth certain assumptions regarding direct spending and revenues (as well 
as discretionary spending) in calculating baseline projections. 

9 Such procedural provisions may be included in a budget resolution under the authority provided by Section 301(b)(4), 
the so-called “elastic clause,” of the Budget Act. This section gives Congress the option to include in a budget 
resolution other matters and procedures consistent with the purposes of the Budget Act. 

10 See U.S. Congress, Committee of Conference, Concurrent Resolution Setting Forth the Congressional Budget for the 
United States Government for the Fiscal Years 1994, 1995, 1996, 1997, and 1998, conference report to accompany 
H.Con.Res. 64, 103 rd Cong., 1 st sess. (Washington: GPO, 1993), p. 47. The reconciliation bill enacted later that session, 
(continued...) 
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